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Vol. II New York, April, 1917 No. 5
HE heavy-jowled president of a 
large railroad often sits near my 
table in a certain down-town 
luncheon club. Usually he has 
two or three guests with him— 
almost always different men. 
Sometimes he listens attentively 
to what his companions say.
Then he asks a question or two, raises an objec­
tion, discusses it, and proceeds to listen again. 
When his guests are doing most of the talking, 
I know that they are trying to get him to do 
something for them.
At other times I have seen 
him talk steadily and unin­
terruptedly for many min­
utes. Often he leans for­
ward and brings his fist 
vigorously down on the table 
to emphasize some point 
that he considers especially 
important. He is likely to 
pull some formidable-look­
ing document out of his 
pocket and spread it over 
the table-cloth, and to refer 
to certain totals and state­
ments as he goes along.
When he takes the conver­
sational leadership in this 
way, I know that he is 
trying to get others to do 
something for him.
The luncheon over, he and his guests usually 
make for the smoking-room to settle, in one 
way or another, what has already been pretty 
well threshed out. It is now a question of get­
ting down to brass tacks as to what is to be 
done. Steaming coffee and fragrant havanas 
make their contribution to the sociability of the 
surroundings; and so, beginning in sociability, 
accelerated by sociability, and ending in socia­
bility, the luncheon conference becomes the 
means whereby a business transaction of im­
portance is brought to a definite and successful 
close.
Business is a social game. To sit in with a
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chance of success, you must be genuinely gre­
garious in your instincts and impulses—you 
must be sociable. You must like other folks— 
like to talk to them, to listen to them, to 
break bread with them. Sociability is friend­
liness felt, expressed, and realized. It pays divi­
dends in dollars and cents.
The advertising manager of a large manufac­
turing plant, whom I went to see last week, 
comes to my mind. I had never met him be­
fore. He was very busy, as any one could see 
with half an eye. Yet when I entered his office, 
he got up, shook hands 
with me, and smilingly of­
fered me a chair, waiting 
until I had seated myself 
before sitting down himself. 
After I had stated my busi­
ness, he gave me his deci­
sion, accompanied me to 
the door, and held it open 
for me. That advertising 
man’s sociability has made 
a friend of me for all time; 
not only a friend for him­
self, but a friend for his or­
ganization. Assuming that 
in the course of a year he 
is treating hundreds of 
other men in the same so­
ciable way as he treated me, 
it is very easy to pick out 
one reason why he earns the 
$15,000 salary which he is reputed to receive.
A certain New York bank, by gaining the repu­
tation for sociability, has incredibly increased the 
volume of its business. The president, who by 
the way neither smokes nor drinks, has gained 
the reputation of being genuinely sociable. 
He likes people, and he shows that he likes 
them by the interest that he actively takes, both 
publicly and privately, in all matters that have a 
sound human appeal. Under his influence, the 
bank itself has become humanized; and the pub­
lic like to deal with it, and do deal with it, be­
cause its reputation of being a sociable sort of 
place—something besides a building in which to
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deposit money or cash checks—has 
gone widely abroad.
Sociability—friendliness without 
condescension—on the part of em­
ployer toward employee has a deep organization
significance, for it develops that greatest of all 
desiderata in efficient management, a loyal esprit 
de corps.
Take the case of Hugo, for example. Hugo is 
an elevator starter in a near-by big building, 
owned and occupied by a corporation that has 
branches in all the leading cities of the country. 
Not long ago that corporation elected a new 
president. I asked Hugo, whom I know, what 
he thought of his new employer. “He’s the 
goods, all right,” said Hugo, emphatically. 
“Every day he says good-morning and good­
night to me, and he calls me by name, too. Noth­
ing stuck up about Mr. Blank; he’s human. I’m 
proud to be working here.” And as Hugo talked 
to me he kept showing his pride in his job, in 
the precision and snap with which he kept the 
elevators running up and down at proper inter­
vals. Hugo’s spirit, I have learned since, is 
gradually seeping through that entire organiza­
tion, largely because the president is “the goods.”
Make time for sociability, though it is more a 
question of mental attitude than of minutes and 
hours. Make time for the outward expressions 
of sociability — for the spontaneous smile, the 
vocal tone vibrant with good-will, the hearty 
hand-clasp, the evidence of interest in the other 
fellow and his problems. Sociability pays—it is 
large-visioned business.
"BRIGHT young men often use their bright- 
ness in unfortunate ways,” said Mr.
Blank. It happens that Mr. Blank is a senior 
partner of one of the best-known Accountancy 
firms. He is a gentleman well up in years, with 
long experience in handling men and affairs. In 
particular, Mr. Blank has always taken a keen 
interest in young men preparing for Accoun­
tancy careers, and has been in the habit of giving 
them help and advice in generous measure.
Mr. Blank settled back in his chair, and con­
tinued: “Here is a letter from a bright young 
man who applies for a position with my firm as 
junior accountant. I say he is a bright young 
man because the letter is grammatically correct, 
properly paragraphed, and written on the type­
writer without mechanical fault. Aside from 
these points, however, the letter is all wrong— 
the brightness falls short of good judgment and 
a sense of the fitness of things.
“The letter begins with a heading just above 
the first paragraph printed in capitals and under­
scored—‘I may be the man you 
are in search of.’
He asks me if I want a ‘clock­
watcher,’ or ‘a man whose object is
primarily to serve.’ After listing nine subjects
of study which the young man thinks qualifies 
him for work on my staff, he assures me that he 
represents ‘the best possible investment’ for me. 
He says, ‘I was an unusually good student both 
in school and in business, and am possessed of 
the very highest conception of loyalty and ser­
vice.’ In conclusion, he asks for an interview, the 
results of which he believes will be mutually 
satisfactory.
“Flippant, smart-Alec letters of application, of 
which this is a type, come to me every week, al­
most every day. They also come to my fellow- 
practitioners, because the applicant usually writes 
a letter of application to each Accountancy firm 
in practice. Letters of this type, presumably 
worked out with considerable labor, really stand 
in the way of the applicant instead of helping 
him.
“My long experience with young men has 
made me charitable. Most men would judge this 
letter on exactly what it states. Back of it, how­
ever, I can see a young man, inexperienced, 
without professional ideals, and anxious to se­
cure an opportunity for experience. In his letter 
of application he has aped a commercial letter of 
a rather low style, and in rather an ill-mannerly 
and clumsy way he has attempted to play upon 
my supposed dislike for ‘clock-watchers.’ He con­
veys the impression of freshness, cock-sureness, 
and flippancy. Between the lines, however, I see 
what many men might not see — evidence of 
brightness, training, and even of real ability.
“Tell the young men with whom you come in 
contact that expect to enter upon professional 
careers, whether in Accountancy, in Law, in En­
gineering, or in Medicine, to develop a dignified, 
professional bearing. Advise them to write, to 
talk, and to act in a dignified, straightforward 
manner. Particularly in letters of application, 
when an erroneous impression is not corrected by 
personal contact, advise them to avoid the flip­
pant, catch-penny style of the professional letter- 
writer. Advise them merely to ask for an inter­
view, with a brief statement of their academic 
and professional school training, and a statement 
of their experience. Tell them that the object of 
such a letter is to secure an interview, not to list 
in detail all of the accomplishments and virtues 
they possess.”
Will you grant the young man a personal in­
terview? I inquired. Despite the generalizations 
of my friend, my interest had been aroused in the
70 [Forward to page 85
Leon O. 
Fisher, 
C.P.A.
"I KNOW of no better execu­
tive than Leon O. Fisher. 
As an organizer he has no 
superiors and few equals, and his 
executive control of details is mar­
velous. He is one of the few men
I know who are really masters of 
system.”
This was the whole-hearted tribute 
paid to Leon O. Fisher, C.P.A., 
Third Vice-president of the Equita­
ble Life Assurance Society of New 
York, by a man, himself an organ­
izer and executive of rare ability, 
who has known Mr. Fisher inti­
mately for several years.
One reason why Mr. Fisher 
stands at the top as an executive 
is his humanitarianism—his interest 
in the interests of others. He pos­
sesses, to an unusual degree, the 
faculty of welding his subordinates 
into a productive entity, largely be­
cause he knows how to rouse and 
develop that spirit of personal loy­
alty which finds concrete expression 
in genuine team-work. This is one 
of the main reasons why five years 
ago, at the early age of forty-one, 
Mr. Fisher was elected to his pres­
ent high executive position in the 
insurance world.
Mr. Fisher has been, in a strictly 
literal sense, the architect of his 
own fortune. His early advantages 
were few. What he has achieved is 
the direct result of an inordinate 
capacity for hard work, and of an 
unflinching determination to make 
himself worthy of success. Such 
men, America never keeps down; 
she may frown upon them at first, 
in order to test out their mettle, but 
eventually she sees to it that they 
receive their proper dues in posi­
tions of wide usefulness.
Mr. Fisher is New England born 
and bred—a native of Manchester, 
New Hampshire. After a high­
school education, he entered the 
employ of the Fitchburg Railroad 
in Boston. Then he came to New 
York and secured a position in the 
Freight Claim Department of the 
New York Central, where he re­
mained for a year and a half.
Possessing a natural aptitude for 
figures, Mr. Fisher withdrew from 
railroading and joined the staff of 
the Accountancy firm of William 
Trenholm, Teele & Dennis. It took 
him only a short time to master the 
details of his new work, and his 
practical ideas on Accounting, in 
general, soon won rapid promotion 
for him. After securing the degree 
of C.P.A., in 1899, he affiliated him­
self with the Accountancy firm of 
Haskins & Sells, of which within
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three years he became a valued 
partner.
Mr. Fisher was the representative 
of Haskins & Sells in the long in­
vestigation of the insurance com­
pany with which he is now con­
nected; and his ability and aggres­
siveness soon attracted the attention 
and won the high regard of Paul 
Morton, then President of the 
Equitable. As a result of this asso­
ciation, Mr. Fisher was added to the 
executive force of the Equitable as
Leon O. Fisher, C.P.A.
Vice-president of the Equitable Life
Assurance Society of New York
General Auditor, in 1906, and six 
years later was appointed Third 
Vice-president.
As Third Vice - president, Mr. 
Fisher is the chief accounting officer 
of the Society, except as to the 
actuarial accounting. He audits all 
receipts and disbursements, pre­
pares all statements of the Society’s 
accounts required by law, and veri­
fies all the Society’s financial re­
ports. He is charged, jointly with 
the Treasurer, with the custody and 
safe keeping of the assets of the 
Society under rules prescribed by 
the Board of Directors. He is the 
executive head of the Home Office, 
and he has general supervision over 
its clerical force, and over the cash­
iers and other employees of the So­
ciety at branch offices and agencies. 
He also supervises the purchase of 
all equipment and supplies.
Mr. Fisher’s work with the Equi­
table has been most important. 
His broad vision, his far-sighted­
ness, his power of analysis, and his 
unusual organizing ability, have 
proved of great assistance to the 
Equitable during the crises through 
which the Company has passed dur­
ing the past ten years. The present 
sound condition of the Company is 
a testimonial to the wisdom of its 
present management, in which Mr. 
Fisher has played and still plays a 
conspicuous part.
Among the many matters in which 
Mr. Fisher takes an unflagging in­
terest is education—especially the 
education of men and women in 
Business. On many occasions, both 
publicly and privately, he has ex­
pressed the firm conviction that the 
present organization of industry 
makes it imperative for the ambi­
tious man or woman to think seri­
ously of self-development as the 
means of advancement. At the 
present time, Mr. Fisher is giving 
much thought and time to the work­
ing out of an educational program 
for the benefit of the employees of 
his Company.
Mr. Fisher, by virtue of his long 
connection with professional prac­
tice of Accountancy, still retains his 
interest in that profession, and, like 
all other forward-looking business 
men of the present day, he believes 
that its future offers great opportu­
nities for the young man of the 
right temperament and training.
Social and professional distinc­
tions have deservedly come to Mr. 
Fisher. He has held the office of 
Vice-president of the New York 
State Society of Certified Public 
Accountants, and for many years 
was a member of the New York 
State Board of C.P.A. Examiners. 
He has also been a member of the 
Advisory Committee of the Bureau 
of Municipal Research. He is Pres­
ident of the Dunwoodie Country 
Club, and a member of the Bankers’ 
Club, the Real Estate Board of New 
York, the American Academy of Po­
litical and Social Science, the New 
York Athletic Club, and the Ac­
countants’ Round Table.
The value of a thorough training 
in Accountancy for one who aspires 
to a high position in private busi­
ness is well exemplified in Mr. 
Fisher’s case. The man trained in 
the science of the executive side of 
Business is in constant demand, and 
Mr. Fisher is a notable example in 
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SALES contracts in­
volving transporta­
tion of the goods 
invariably contain 
the initials “F.O.B.” The mean­
ing of these letters is set forth 
in a dissenting opinion in Lum­
ber Company vs. Burlington, 54 
Neb. 321, as follows:
“The initial letters F.O.B. in contracts of sale 
when the property is transported mean ‘free on 
board the cars’ at a designated place, whether 
that be the initial point of shipment or the place 
of final destination. They imply that the buyer 
shall be free from all expenses and risks attend­
ing the delivery of the property at the point 
named in the contract for such purpose.”
The legal effect of the initials may be consid­
ered from the view-point of expenses, risks, and 
payments.
The clause “F.O.B. point of shipment” throws 
upon the vendor the burden of all costs at that 
point, such as cartage, port and harbor charges, 
canal dues, and wharfage. If the shipment is 
F.O.B. to a specified point of destination, the 
shipper must bear, in addition to these expenses, 
all other costs necessary to deliver the goods at 
that place.
Shipments F.O.B. point of shipment give to 
the vendee the right to specify transportation 
facilities, and, in some cases, this is held to be 
his duty. Unless there has been a course of 
dealing between the parties, it would seem the 
safer policy in ordering goods shipped F.O.B. 
point of shipment to indicate how they are to 
be shipped.
Generally speaking, transportation risk beyond 
the point of initial shipment falls upon the ven­
dee, if the contract is F.O.B. point of shipment; 
upon the vendor, if F.O.B. point of destination.
The rights of the parties, should the goods be 
lost or damaged, in a contract F.O.B. an inter­
mediate point would depend upon the place 
where the goods were lost or damaged.
Although the rule is as just stated, there is an 
increasing tendency to place the burden of tran­
sit damage upon the vendee. The older cases 
hold that risk of loss accompanied title, so that 
the party holding title at the time of loss was 
the party upon whom the burden of loss rested. 
Nevertheless, Williston in his work on Sales 
shows that the title and risk may be separated. 
For example, under the new Sales Act, if title 
be retained by the shipper solely for the purpose 
of securing payment for the goods, then the risk 
of loss is upon the buyer.
Two classes of sales contracts in­
volving retention of title for this 
purpose are: conditional sales, and 
sales wherein a bill of lading is ne­
gotiated. A conditional sale is one in which the 
vendor retains title to the goods until some con­
dition is performed by the vendee, usually the 
payment for the goods. Loss of value through 
wear and tear is borne by the vendee, in that it 
is the intention that the full purchase price be 
paid regardless of the fact that at the time of 
subsequent payment the goods may have de­
creased in value. Upon this reasoning, courts im­
ply a broader intent that all risk of loss should 
be borne by the vendee.
Should the shipper have the bill of lading made 
out in the name of the consignee, this would con­
stitute a fact indicating that the consignee was 
to bear the loss. If the bill of lading be made 
out in the name of the shipper, the question then 
arises, Why has the shipper retained title? If 
the retention of title may be ascribed solely to 
the purpose of securing payment of the purchase 
price, the burden of loss would be not upon the 
shipper, but upon the vendee. And this burden 
would rest upon the vendee in spite of the fact 
that the title remained in the vendor.
This tendency of courts to place the burden 
upon the vendee accords with the principles of 
justice. Regardless of any question of title, 
shipments are made involving risks to the goods 
at the instance of the person requesting ship­
ment. In other words, the shipper surrenders 
control over the goods by reason of the agree­
ment of the buyer to purchase them.
There are many cases holding that in C.O.D. 
contracts the loss falls upon the vendee, even 
though title does not pass until payment is made.
It is impossible to state how the new Sales Act 
will be construed upon the question of separating 
risk from title, by reason of the fact that there 
are but few decisions to date. For this reason, 
parties entering into sales contracts should spec­
ify upon whom loss of transit damage shall fall.
Few cases have been decided respecting the 
effect of the F.O.B. clause upon payment. But 
these cases indicate that payment is due in 
F.O.B. contracts point of shipment upon the 
placing of the goods in the car, vessel, or other 
means of transportation.
From the above it is evident that contracts of 
sale should include clauses specifying terms of 
payment, the party upon whom loss in transit 
shall fall, and, in the event of an F.O.B. contract 
point of shipment, the means whereby transpor­
tation is to be effected to the buyer.
72
Pace Student
April, 1917
Law
Depart­
ment
( Continued)
Pace Student
April, 1917
Consider­
ation for 
Stock 
and
Bond
Issues
Tax­
 Exempt­
ing
Clause
CORPORATE stocks and bonds 
cannot be issued, under many 
state statutes, except for cash, labor 
done, or property received. A deli­
cate question arising in connection with this
provision is whether an antecedent debt consti­
tutes property which may be legal consideration 
for a bond or a stock upon its issue. By an ante­
cedent debt is meant one already in existence at 
the time the bonds or stocks were issued, and 
contracted prior to the time of issue. According 
to the weight of authority, such debts cannot be 
used as a basis for the issue of either of these 
forms of security (L.R.A. 1916 E, 570).
Nor may bonds or stocks be issued as collat­
eral security for a preexisting debt. In other 
words, an issue may secure only debts contracted 
at the time of issue, or to be contracted after 
issue. Furthermore, it was held in Merz vs. 
Interior C. I. Company, 34 N. Y. Supp., 430 
(Appeal dismissed, 151 N. Y., 638), that bonds 
could not be issued for the purpose of paying a 
scrip dividend.
Bonds not issued for the consideration speci­
fied in the statute would be void in the hands 
of the original holders. Nevertheless, a person, 
not an original holder, who paid value for the 
bonds before maturity, without notice of this 
defect, would have a valid claim against the cor­
poration.
If the stocks or bonds are issued not only to 
cover preexisting debt, but to cover money ad­
vanced at the time of issue, or money to be sub­
sequently advanced, then the courts hold the 
issue valid. Likewise, a bond might be con­
verted into stock in accordance with a covenant 
providing for such conversion.
It is difficult to derive rules of a definite na­
ture on the basis of cases decided. Nevertheless, 
enough has been said to show that precaution 
should be exercised respecting a stock or bond 
issue based upon antecedent indebtedness.
COVENANTS in instruments frequently provide that taxes respecting property shall be borne by one of the parties. For instance, in 
a certain lease it was provided that all taxes 
“upon or in respect to the rent” should be borne 
by the tenant. This lease was construed, in a 
recent Massachusetts case, to determine whether 
the clause included the Income Tax. The court 
decided that it did, and that the tenant was 
liable for the tax upon such taxable income as 
was derived by the landlord from the leased 
premises.
A note in the Columbia Law Review, March,
1917, criticizes this decision upon the grounds
that the tax is not upon the rent, 
but upon the income of the individ­
ual. Collection at the source im­
poses upon the tenant the burden of 
withholding the amount of the tax, should the
annual rent exceed $3,000, and if the landlord is 
an individual. Should the landlord be a partner­
ship or a corporation, this is not required. The 
distinction between an individual and a partner­
ship or corporation indicates that the withhold­
ing is purely a matter of collection, and not one 
of taxation upon the amount of the rent. In this 
respect, the criticism of the writer in the Colum­
bia Law Review is justified. For, while rent 
constitutes a part of income, nevertheless, the tax 
is upon the income of the individual over and 
above a prescribed minimum. This minimum 
may be $3,000, if the landlord is not entitled to 
exemption, or it may be $4,000, if the landlord be 
married or the head of a family. Had the tax 
been upon rent, or upon a given source of in­
come, the distinction as to exemptions would not 
have been made. Federal courts support this 
reasoning.
It is possible, however, for a landlord to avoid 
liability for income taxation upon rent by in­
serting in the lease a more comprehensive and 
inclusive clause. One suggested by the note is, 
“All payments are to be assumed and discharged 
by the lessee, just as if he were primarily liable 
for the same.”
These principles apply to any instrument 
wherein a tax-exempting clause is inserted.
A RECENT Kansas case reiterates the well- settled principle of the Law that, in the absence of instructions by a debtor, a creditor 
may apply payments to any account he chooses. 
This right is of great importance in the event that 
part of the indebtedness is secured and the other 
part unsecured, in that the creditor would nat­
urally credit payments to the unsecured debt. 
The Kansas case held that such a credit would 
be absolutely binding upon the debtor. Some 
cases cited have even gone so far as to hold that a 
creditor might apply the payment to a debt 
barred by the Statute of Limitations in preference 
to one not barred.
Likewise, the debtor has the right to specify 
the account to which a payment is to be credited. 
In the event that the debtor has not indicated to 
which account a payment is to be credited, and 
the creditor has not selected an account, the 
courts will indicate to which account payments 
are to be credited. In doing so the courts apply 
payments to those debts the security for which is 
most precarious.
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of the loss, because of various forms 
of depreciation during the period. 
The actual amounts of the deprecia­
tion that must be replaced are 
charged against this reserve. The balance upon
the Reserve Account, then, represents the esti­
mated decrease in value from the original cost 
price. This amount, together with the cost price, 
are the only elements presumed to be shown 
upon the Balance Sheet, as the two taken to­
gether represent the value at which the asset is 
now carried upon the books, which is all the in­
formation regarding assets that the Balance
Sheet is intended to show.
An analysis of the Reserve Account showing
all credits and debits can very readily be at­
tached to the Balance Sheet as a subsidiary rec­
ord if it is desired to show this in detail.
It has been my practice to close my records 
monthly, closing off the balance in Profit and 
Loss Account to Surplus Account and writing 
Dividends, when declared, out of Surplus. The 
statement is made that Dividends cannot be paid 
out of Surplus. Will you kindly advise me 
whether my past practice has been incorrect, and 
if so, why?
The other item questioned is the matter of 
setting up Depreciation on the financial state­
ment. I have shown the Asset Account to cover 
the original investment, decreasing Surplus and 
showing Reserve for Depreciation for the amount 
passed on to be taken up during the period. Ex­
ception has been taken, due to my method not 
fully meeting the requirements of the Income 
Tax Law. Kindly advise me in this connection.
It must be kept in mind that dividends can 
only be declared, legally, out of assets in excess 
of liabilities and the capital stock of the corpora­
tion. Such excess is usually measured by an ac­
count called “Surplus.” This is equivalent to 
stating that dividends can only be paid out of 
surplus. Whether the entry be made as a debit 
to the Surplus Account, or whether it be made 
as a debit to the Profit and Loss Account before 
the balance upon that account is transferred to 
Surplus is merely a question of procedure. If 
the latter method is followed, it must also be 
kept in mind that such a charge to the Profit and 
Loss Account is not an expense of the business, 
but is only a distribution or a partial distribution 
of the profits of the period.
Depreciation is a definite expense of the busi­
ness, and is therefore a charge against income. 
The amount of the depreciation is usually esti­
mated. This amount is preferably recorded by 
crediting a Reserve for Depreciation and debiting
Q
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PLEASE advise me fully regard­ing a business man’s sale of his business or any part thereof. For 
instance, if a creditor makes a ship­
ment on a customer’s order, and before the ship­
ment arrives at destination the customer sells 
his business or his stock of merchandise to an­
other, does the creditor look to the old or the 
new owner for payment? Please advise which 
is liable, and if the law is the same in all states.
This question involves what is known as “no­
vation.” By novation is meant the substituting 
of one creditor by another creditor, or of one 
debtor by another debtor. It is, therefore, neces­
sary to consider whether the customer selling his 
business does so under circumstances wherein 
the vendee of the business assumes the debts, or 
whether the vendee does not assume the debts. 
If the vendee does not assume the debts, in the 
absence of fraud, the creditor can look only to 
the customer for payment. However, in some 
states, there are what are known as “bulk sales 
acts.” Under these acts a person selling the bulk 
of his assets other than in the ordinary course of 
trade must notify his creditors; otherwise the 
transfer is deemed void.
Each year for four years a reserve of ten per 
cent. has been set up for depreciation upon Ma­
chinery and Equipment which cost $5,000. This 
reserve has been charged with repairs and re­
placements to the amount of $300 the first year, 
$250 the second year, $325 the third year, and 
$200 the fourth year. How should these facts be 
shown upon the Balance Sheet at the close of 
the fourth year?
It is customary upon Balance Sheets to show 
the amount of the Reserve as a deduction from 
the book value of the asset, forwarding into the 
Asset column the difference which represents the 
estimated value of the asset as shown upon the 
records of the company.
According to your problem, a Reserve for De­
preciation has been credited during the four years 
to a total of $2,000, and has been debited with 
repairs to the amount of $1,075, leaving a bal­
ance of $925 upon that account. Therefore, upon 
the asset side of the Balance Sheet it would ap­
pear as follows:
Machinery and Equipment .... $5,000 
Less Reserve for Depreciation.. 925 $4,075
As the constant cost of repairing is a nominal 
element it is not customary, of course, to show 
this upon the Balance Sheet in any way. The 
Reserve that is set up is the estimated measure
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the Profit and Loss Account or 
some division thereof. The debit 
should not be to the Surplus Ac­
count, as the debits of the latter ac­
count should, in all cases, represent disposition 
of Net Profit—not expenses. The method we 
have suggested does not conflict with the require­
ments of the Income Tax Law.
Over one-half of the capital stock of a cor­
poration is represented by Good-will, a large 
amount of which was written up merely to bal­
ance a large stock dividend. It is now desirable 
to eliminate the Good-will account from the 
books as soon as possible.
I would thank you to give me your opinion as 
to the best possible way to get this account off 
the books. If the only advisable way is to 
gradually write it down from Surplus, I presume 
this should be done only by order of the Board 
of Directors.
A We do not quite understand the situation you 
have described in your question, in which you 
state that Good-will was written up merely to 
balance a large stock dividend. Dividends, 
whether of cash or stock, must be paid out of 
accumulated surplus and cannot, legally, exceed 
the amount of that accumulation. Frequently, 
Capital Stock is issued for a value which is en­
tered upon the books as Good-will, but such an 
issue is not in the nature of a dividend.
If it is desired to eliminate the Good-will ac­
count from the record, the customary method is 
to write it down from surplus as you suggest. 
Since the amount of the Surplus is determined 
by the book value of the assets, any reduction in 
this book value will of necessity result in a cor­
responding reduction of Surplus. The Surplus 
of a corporation is presumed to be in the custody 
of the Board of Directors, and, therefore, any dis­
position of this Surplus, such as using it to 
write down the value of Good-will, should be 
approved by the Board of Directors.
q In a corporation in which there is a minority 
outstanding stock interest of one of the subsid­
iaries, how would the portion of profits due 
minority stockholders be shown, awaiting dec­
laration of dividend, on Consolidated Balance 
Sheet which includes all assets and liabilities of 
constituent companies?
A The interest in a subsidiary company of the 
holders of stock therein, other than the holding 
company, is usually displayed in a consolidated 
balance sheet by listing this stock next to the 
Capital Stock Account of the holding company at
its book value; that is, at the par 
value of this outstanding stock plus 
its proportionate amount of accu­
mulated surplus. As an illustration, 
if the holding company holds eighty per cent. of
the stock of its subsidiary corporation, then on 
the Consolidated Balance Sheet, after showing 
the outstanding stock of the parent corporation, 
the twenty per cent. of the stock of the subsidiary 
corporation owned outside of the holding com­
pany would be shown at its par value, plus 
twenty per cent. of the surplus of the subsidiary 
corporation. The remaining surplus of the sub­
sidiary corporation is of course merged with the 
surplus of the holding company.
While some holding corporations show on their 
consolidated balance sheets only the par value 
of the outstanding stock, we consider the method 
just indicated to be the preferable procedure un­
less the amount is negligible.
Please advise me fully in regard to cases where 
a business man, as a sole proprietor, finds him­
self in financial difficulty, and offers to compro­
mise his debts at a certain percentage of the real 
value—say, for instance, twenty-five per cent., 
and the majority of the debtors accept his prop­
osition; what recourse do the creditors that are 
in the minority have?
In the event that a creditor does not consent 
to a compromise of debts, he has all of the rem­
edies accorded a creditor. In other words, he 
may sue for his claim; or, he may, with the co­
operation of other creditors, institute proceedings 
in bankruptcy.
A bank holds a first mortgage which runs 
for one year and expires, not being renewed, 
either in writing or verbally. The bank, how­
ever, accepts the interest for another six months’ 
period. Has the acceptance of this interest the 
effect of renewing the mortgage automatically 
or is it liable to be called at any time?
Acceptance by the mortgagee of interest 
for a given period of time has the effect of re­
newing the mortgage for that period of time. 
It does not, however, have the effect of renewing 
the mortgage for the full period of time contem­
plated by the original debt.
This acceptance of interest is held to be an 
implied contract of extension, the interest being 
a consideration for such extension.
Our touring department informs us that troub­
les are like thick traffic—there is always a way- 
through but it is impossible to figure it out a year 
in advance.
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IN all its yearly panorama of sights and occurrences, New York sees, perhaps, nothing 
finer, more thought-arousing, than 
that of the thousands of young men 
and women hastening to take ad­
vantage of the Summer School Cur­
riculum offered by Columbia Uni­
versity. From all sections of the 
United States, frequently at much 
inconvenience to themselves, they 
come in the pursuit of the knowl­
edge that will give them that au­
thoritative and acknowledged stand­
ing in their chosen professions that 
is implied by the degree of a great 
university.
To the more thoughtful and am­
bitious young manhood and wom­
anhood of our city, denied by cir­
cumstance the acquisition of such 
knowledge, even though Columbia 
be within a half-hour’s ride of most 
of them, there may well be some 
wistfulness mingled with the ad­
miration which the sight naturally 
enkindles. And yet the resident of 
a great city like this, by the very 
fact of such residence, has the op­
portunity to acquire a knowledge 
and a culture, that, if not repre­
sented by so many Roman charac­
ters, may be as mind-upbuilding 
and soul-enlarging as that of the 
best-equipped university.
First in the list of cultural 
agencies comes reading. Not the 
mere desultory browsing through 
newspaper or magazine that to so 
many, alas! represents the word. 
While, of course, it is necessary to 
keep up with the current trend of 
world-events through the medium 
of the news-column, he errs greatly, 
if not fatally, who permits his intel­
lectual horizon to be bounded by 
the newspaper page. Even allowing 
for all the various departments of 
the modem newspaper, his knowl­
edge, by the very nature of things, 
can be but a superficial smatter­
ing—a species of intellectual crazy- 
quilt.
Now there are few of us indeed 
who cannot spare, at least, one- 
half hour daily to our mind. Let us 
keep within easily reachable dis­
tance, for that half-hour, a book— 
one of the great immortal ones, 
like the Bible or Shakespeare. 
Never shall we find a more uplifting 
spirituality than that developed in 
the New Testament, or sublimer 
poetry than the Book of Job. The 
philosophy of Hamlet fits our day 
quite as admirably as it fitted Eliza­
bethan England. No mind is so 
trivial that it will not acquire a def­
inite nobility from association with 
the mighty Romans who made up
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the splendidly tragic pageant of 
Julius Caesar.
Then there are the night-schools.
Apart from the upbuilding of char­
acter that must surely ensue from 
the discipline and self-denial essen­
tial to the acquirement of learning 
under such conditions, there is the 
material advancements in trades 
and professions—the progressions 
from trades to professions—with 
which each one of us, however lim­
ited his circle of acquaintanceship, 
is surely familiar. The joyful sense 
of victory achieved which must ac­
company such progression is surely 
a sentiment as laudable as natural.
A most promising feature of pres­
ent-day educational methods is the 
stress being laid upon painting and 
sculpture as factors in the mental 
development of our people. Here 
we have our peoples’ university 
lying closely and unrestrictedly at 
hand—The Metropolitan Art Mu­
seum. Few among us, it is to be 
hoped, are so benighted as to be 
wholly unacquainted with its trea­
sures. The pity of it is we are so 
chary of our visits there. Yet 
beauty, color, the sublimity of 
mighty ideals, calls us to the great, 
and often lonesome, galleries. Here 
Raphael’s spirit lives immortally; 
here Van Dyke and Rembrandt, 
Rubens and Reynolds, spread their 
unfailing enchantment; here the 
work of our own Whistler, and 
Sargent, and Abbey—to name but 
a few of them—lends us a nobler 
pride in the name of American. 
Here, too, are world-famous marbles 
and bronzes, representative of the 
noblest efforts of modern sculpture, 
native and foreign, besides invalu­
able casts of the Classic and Ren­
aissance periods.
The evening lectures, the public 
concerts, the Peoples’ Symphony 
Society—surely here are cultural 
opportunities sufficient for the up­
building of a mighty civilized and 
enlightened community. If many 
men and women among its citi­
zenry yet exist, their intellects 
darkened by the clouds of igno­
rance, certainly the fault does not 
lie with the good City of New York. 
—Contributed by Eleanor Rogers Cox.
Governor woodbridge 
N. FERRIS, of Michigan, 
founder and director of Fer­
ris Institute, who is one of the 
greatest business educators of the 
country, believes that what this age
needs in education is not knowledge, 
but strict moral training. In the 
course of an interview which ap­
peared in the Detroit Free Press 
not long ago the Governor said, 
among other things:
“The modern home has obstacles 
to overcome which the home of 
fifty years ago did not have. These 
obstacles are of our own making; 
the result of too much prosperity. 
Too much is done for the child. 
You take away from him a certain 
inborn reliance upon himself, and in 
doing so, you lay the foundation for 
dependence of a certain kind that 
will last him all through life.
“There is no special virtue in 
poverty, but in the simple New 
England homes of fifty years ago 
there were sources of inspiration 
and virtue that were priceless. The 
boys of half a century ago had many 
opportunities that boys of to-day 
can never have. I’d like to ask you, 
how would the boys of to-day, with 
all their organizations and with all 
their so-called advantages, solve the 
problems that we, as boys, solved 
fifty years ago?
“This age seems to think it’s dy­
ing for lack of knowledge. It’s not 
lack of knowledge — it’s lack of 
training that’s killing off the old- 
time virile manhood. We provide 
the wherewith and the way for 
our children to gain knowledge, and 
we neither train them nor compel 
them to put this knowledge into 
action.
“I learned self-reliance in a hum­
ble New England home. I did not 
enjoy work any more than does any 
other healthy, normal boy. I hated 
farm work, but on that farm I 
learned the fine art of work, and I 
learned obedience. When my father 
said ‘Come,’ I came; and when he 
said ‘Go,’ I went; and I never ques­
tioned why, or suggested some other 
time to come or go. I did what I 
did because I knew I had to. I 
never thanked God for that training 
then, but I do now. I did so much 
work in those days that I got the 
habit; and ever since then every so­
cial, educational, or political system 
which I have been instrumental in 
organizing has been builded around 
that one word, WORK—in capitals, 
please.
“Then, there is the matter of obe­
dience. Must we learn obedience 
and teach it only in our penal insti­
tutions? In the old days we taught 
obedience in the home. Has there 
been an increase in obedience in 
our homes during the last fifty 
years? Half a century ago we 
learned obedience, self-reliance,
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self-denial, and manliness in our 
homes. What we need to-day is 
more drill on the fundamentals and 
less along other lines. We need to 
be better trained in habits of hon­
esty, sobriety, and service to our 
fellow-men.
“There is no short cut to charac­
ter building in men and women. Al­
ways, the corner-stone must be laid 
in the home. Fifty years ago we 
all worked together, shared our joys 
together, and the result was a 
strong, honest, rugged manhood, and 
honest, modest womanhood. Give 
us back those old New England 
homes with their strict sense of jus­
tice, their deep reverence for things 
holy. They did more than the most 
magnificent school in the country 
can do in the training of a splendid 
citizenship.”
THOMAS COCHRAN, former­
ly president of the Liberty 
National Bank at 120 Broad­
way, became, on January 1st, the 
ninth partner in the New York 
office of J. P. Morgan & Co. Mr. 
Cochran is forty-five years old, and 
is the youngest partner in the firm 
but one.
Bom in St. Paul, Minn., and edu­
cated at Yale, where he was promi­
nent in athletics and social affairs, 
Mr. Cochran has risen from the 
ranks without money and without 
influence. During his third year at 
college his father lost his fortune, 
and young Cochran worked his way 
through his fourth year and ob­
tained his degree.
After graduation, he engaged suc­
cessively in teaching, in the hard­
ware commission business, and in 
railroad work. He came to New 
York seventeen years ago with no 
money, but filled with boundless en­
ergy. Step by step, by constant and 
arduous application, he worked him­
self up to such a position that he 
was one of two young men chosen 
by H. P. Davison to help organize 
the Astor Trust Co. After serving 
with that company for some years, 
he became, in 1914, the president of 
the Liberty National Bank. He re­
signed from this position on January 
1st to take his present place with 
J. P. Morgan & Co.
Mr. Cochran’s business career af­
fords ample proof that even in these 
days tireless energy and ambition 
have their reward. He had no one 
to push him forward; he did not 
wait for the opportunity to seek 
him. Any young man would do well 
to take a lesson from Mr. Cochran’s 
career. Training, study, and work 
still play the major part in insuring 
success.
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HE banks and large financial 
institutions of New York City 
were among the first organiza­
tions to take up, seriously, the work 
of educating their employees. They 
early saw that an entire business 
organization reaps the benefits of 
increased knowledge on the part of 
its members. Educational work, as 
instituted by banks and trust com­
panies, has grown to almost unbe­
lievable proportions.
Among the leaders in this work 
is the Guaranty Trust Company, of 
New York City. Its educational 
program has grown within the last 
few years until it now closely re­
sembles a miniature school system, 
from the elementary work given to 
office boys and pages to the ad­
vanced study of finance and foreign 
exchange which is taken up by the 
employees in more responsible 
positions.
The Journal of Commerce quotes 
the secretary of the Guaranty Trust 
Company as saying: “The principle 
underlying our educational work is 
not so much the desire to foster a 
spirit of cooperation and loyalty 
among the employees, which is one 
of the aims, as it is to give to those 
who happen to be working for this 
institution an opportunity for the 
greatest development of their own 
abilities. Naturally, we expect that 
the company will obtain good re­
sults from the training, but that is 
not the only consideration.”
The training of the men in the 
bond department is considered of 
primary importance. Most of these 
men are college graduates who first 
need specific training in the work of 
the bond department before they 
can successfully sell bonds, for 
most of them expect to become 
bond salesmen.
Other important branches of the 
work are the foreign language 
courses and the work in English. 
Graduates of the language courses 
are used in the foreign department 
of the company. Russian, French, 
Portuguese, and Spanish are also 
taught. The company firmly be­
lieves in the business value of a 
good knowledge of English. Groups 
of its employees are regularly en­
rolled in English classes. Other 
courses offered are commercial 
geography, practical banking, and 
investments.
The Journal of Commerce, speak­
ing in a recent issue of the educa­
tional work of the Guaranty Trust 
Company, says: “Aside from these 
courses of instruction, other organ­
izations of the company include 
educational and social features. On 
alternate weeks there are meetings 
of the heads of the various depart­
ments, with a twofold purpose. The 
first is to hear addresses from lead­
ers in other industries, such as rail­
road companies, telephone, and in­
dustrial corporations, on their con­
ception of the needs and duties of 
the banking institutions, and with 
especial reference to their own ac­
tivities. The second purpose is to 
permit the department heads to 
speak frankly of any developments 
which might lead to friction, and 
thus to eliminate causes for dis­
agreement. These meetings are 
usually attended by fifty or more 
officers. About once a month a din­
ner is held at the Bankers’ Club.”
These facts show that the Trust 
Company feels that education in its 
broadest aspect is a worth-while 
part of its work; that through it 
employers and employees are both 
brought to a better realization of 
the common end toward which both 
are working. In a word, education 
is good business and not philan­
thropy.
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SETH H. CRELLER, formerly 
employed as bookkeeper for George
H. Storm & Company, has accepted 
through the Pace Agency for Place­
ments, Inc., the post of chief ac­
countant for the Montague Mailing 
Machine Company.
HENRY KNUST, New York Insti­
tute of Accountancy, has joined the 
staff of Messrs. Marwick, Mitchell, 
Peat & Company, 79 Wall Street, 
New York City.
MARTIN VAN BLARCOM, of 
the law faculty of Pace Institute, 
and who has been associated with 
Cass & Apfel, has opened an office 
for general practice of law at 1476 
Broadway, Suite 501-2.
HARRY VAN BLARCOM, Pace 
Institute of Accountancy, has left 
the employ of the New York Edison 
Company to accept a position as 
bookkeeper for the Perlman Rim 
Corporation.
THOMAS R. LILL, Pace Institute 
of Accountancy, Extension Divi­
sion, has entered into partnership 
with the firm of Searle & Nichol­
son, accountants. Mr. Lill was a 
successful candidate in the recent 
New Jersey C.P.A. examinations.
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IN business, as in 
diplomacy, the ul­
timatum should be 
the last resort in 
negotiations. Many an employee,
in conducting a negotiation for 
an increase of salary, reverses 
the ordinary current and deliv­
ers his ultimatum at the start. Even the em­
ployer, in dealing with the individual worker, 
or with a union, is often guilty of the same 
breach of negotiation etiquette. We are led to 
suggest, therefore, that there is no reason why 
the ordinary rule of negotiation should not apply 
to vocational contracts. The employee should, 
at the time of his periodical vocational interview 
with his chief, present his side of the case, with 
its implied hope of advancement or greater re­
muneration, as an argument calculated to draw 
forth the employer’s side of 
the matter. The employer 
or superior official will then 
naturally present the limi­
tations under which he 
works, and, in the event that 
an agreement is not reached, 
there is plenty of time left 
for either to resort to an ul­
timatum. Care must always 
be taken, however, on the 
part of the employee, if he 
holds a responsible or confi­
dential position, not to cre­
ate the impression of dissat­
isfaction that would be like­
ly to affect his future rela­
tion with his employer. All 
negotiations must be con­
ducted with this in mind, 
for no employer is content 
to go ahead with a subordinate who is known to 
be dissatisfied, and who is seeking a favorable 
opportunity to leave. In any event, reserve the 
ultimatum, the threat to dismiss or resign, for 
the last play.
THE PACE STUDENT
A Magazine of Service 
Interpreting
the Purpose, Spirit, and Needs 
of Modern Business
Published Monthly
Subscription Price, $1.00 
a Year, Payable in Advance
PACE & PACE, Publishers 
30 Church Street 
New York
Copyright, 1917, by Pace & Pace
abilities form upon my mind only a 
confused blur of dark-blue uniforms.
Why? The five I speak of have 
taken pains—without truckling—to 
impress themselves upon my image-forming con­
sciousness. They have gone out of their way 
to do me favors. They have shown interest in 
their studies. They have made it a point to talk 
over their examination papers with me. They 
have given me an abiding impression of mental 
alertness and capacity for development. They 
will not let me forget them. I have inquired 
about these boys of some of the officers and de­
partment heads. They feel as I do—that these 
young chaps are “comers.” I feel sure that, 
were I in charge of promotions at the bank, I 
should think favorably of advancing these five 
pages ahead of the others.
In all this there is a point for the long-headed 
young man to see and profit 
by. It pays to attract favor­
able attention to yourself as 
an individual by reason of 
what you do and of the in­
telligent way in which you 
do it. The history of com­
mercial success is full of the 
meteoric careers of young 
men who first won the no­
tice of their superiors and 
then deserved and secured 
their support. Impress your­
self as an individual upon 
your associates and your 
superiors. Do it, not with 
a brass-band effect, but by 
reason of the excellence of 
your work and the construc­
tive interest you plainly take 
in it. Observe, think, and 
suggest, for mental ingenuity and originality are 
always at a premium. If you have developed 
these qualities, do not hide them under a bushel 
of diffidence or self-distrust. Stand forth to view, 
modestly but plainly.
A CERTAIN large bank a stone’s throw away . from where I write employs about sixty office boys—pages, they are called. I have had 
a hand in working out the educational program 
of the bank, and so I have come to know these 
pages fairly well. Out of these sixty-odd boys 
only five stand out plainly in my mind. I can 
recall the names of these five; I know what each 
one looks like; I think of each one favorably as 
a definite individual. Their fifty-five fellows, 
who presumably possess intelligence and latent
IN getting business you have to use strategy, 
which the dictionary defines as “the display 
or exercise of skill or forethought in carrying 
out one’s plans, schemes, etc.” Strategy in this 
sense is not only a legitimate weapon of com­
mercial attack; it is a highly necessary one, and
is so recognized.
Strategy is a cohesive sum total, a welded 
amalgam of many desirable elements. One of 
these elements is far-sightedness, a willingness 
to waive small realizations of the moment for
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the sake of larger realizations of 
the future. Strategy of the far­
sighted kind scorns littleness in any 
guise whatsoever—littleness in the 
outlay of time, of personal interest, of money—
even though from such an outlay no immediate 
commercial advantage may be derived.
If you are a business strategist, you will level 
your gaze most of the time at future prospects 
and profits, not at what may be realized out of 
hand. Viewing business-getting in this light, 
you will never be cheap in thought, speech, or 
action; in promise or in performance.
I MEET the first one often on the ferry. He is a strapping young Irishman—twenty-five years old, he told me the other day. He is a 
truck driver, and a good one, judging by the 
way he handles his spanking pair of grays. 
He earns twenty-three dollars a week. He has 
to be out at six in the morning, and it is often 
nine in the evening when he beds down his horses 
for the night. The second one brings me my 
“ready dish” when I eat a hasty lunch at the 
Service Restaurant. He, also, is good to look 
upon—wide-shouldered, keen-eyed, and agile in 
movement; twenty is his age. He makes about 
eighteen dollars a week with his “tips.” His 
hours, too, are of the early and late variety.
Neither one of these friends of mine—for I 
regard them both as friends—will ever earn 
more than a few cents extra a week at the job 
he now fills. As they grow older, they will earn 
less—even middle-aged truck drivers and waiters 
are not in demand. Their work is necessary, 
useful, and reasonably self-respecting. Why are 
their economic futures so blank in promise? Be­
cause what each does, a hundred, a thousand 
other men, easily obtainable, could do just as 
well, and with little or no preparation for the job. 
One basic thought that should give fresh heart 
to every young man making sacrifices of time, 
pleasure, and money for the sake of future re­
wards is that, the more you invest in the prepara­
tion for your job, the bigger your later dividends 
are usually destined to be.
NEXT door, to the rear of a large frame house which has been vacant for two years, 
is a small fruit orchard. In it are apple, pear, 
peach, and plum trees. Many branches are dead 
or dying; in a year or two most of the trees will 
be withered wood, stripped of their bark, and fit 
only for the fireplace. If, upon its first appear­
ance, the dead-wood had been cut out, the trees 
would have gone on thriving and bearing fruit.
Many business firms grow stagnant, retro­
grade, and finally fail, because of 
the accumulation of dead-wood— 
dead-wood in respect to number or 
quality of employees; dead-wood 
in respect to methods of management; dead­
wood in respect to goods purchased and sold; 
dead-wood in respect to oblivion, to waste; dead­
wood in respect to failure to keep abreast of 
modern needs and conditions. Just as the prun­
ing-knife would have saved the fruit trees, just 
so scientific inspection and pruning would have 
kept many firms out of the bankruptcy courts.
MODERN Business is full of hair-splitters.There is the correspondent who argues that, as a salutation in a letter, “Dear Sirs” is 
better than “Gentlemen.” There is the book­
keeper who, preferring red lines to black lines in 
a ledger, debates the matter with you for half 
an hour or so. There is the stenographer who 
waxes disputatious over whether “installment” 
should be spelled with one “1” or two. There is 
the salesman who, having theories on “the ap­
proach,” belligerently defends them against who­
ever feebly voices a word of dissension. There 
is the rule-of-thumb executive who, when once 
he has promulgated an office regulation, will 
never tolerate a violation of it, no matter how 
exceptional the circumstances.
Hair-splitters are these, and time-wasters.
They see only small things and magnify them, 
while matters of big importance receive scant 
notice or none at all. Notice little matters, yes, 
but as little matters only; do not read into them 
a disproportionate evaluation. Don’t split hairs; 
it’s too expensive a pastime.
LOOK outward, not inward, all the time. All about you, you will see reasons for happi­ness, opportunities for service, means and meth­
ods of self-development. Your little ego will lose 
itself in the cosmic mass, as the Creator in­
tended; your personality will be purged of its 
dross. Look inward as a steady practice, and 
you are likely either unjustly to inflate your self­
esteem, or to feed upon reflections that make you 
morbid and self-distrustful. In the one case, you 
become an insufferable egotist; in the other, a 
self-pitying egoist. There is little space in this 
busy world for either brand of unfortunates. 
Look outward, and keep busy.
Luck is the offspring of developed ability, not its 
parent.
Dignified affability is the lubricant that oils the 
managerial machinery.
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THE Federal Reserve Board has definitely expressed itself as favoring financial statements pre­
pared and signed by Certified Pub­
lic Accountants. This attitude of the Board 
meets the approval also of The American Bank­
ers’ Association.
However, it seems that there is not a sufficient 
number of Certified Public Accountants to do 
even a small part of the work which would have 
to be done if all borrowers were required to fur­
nish certified statements. Some time must neces­
sarily elapse before this condition can be reme­
died.
In the absence of certified statements, many 
bankers, especially those doing business in the 
smaller cities, have not had an opportunity to 
give the necessary time and thought to the tech­
nical phase of this problem to enable them to in­
struct their customers in preparing statements 
that will furnish the desired information.
It is with the hope that we may be able to 
give helpful suggestions, not only to the banker 
and the business man, but to students of Accoun­
tancy and Business Administration, that we dis­
cuss in detail the work necessary to be done in 
the preparation of a Balance Sheet of a typical 
business.
James MacFarland, manufacturer of brick and 
drain tile, desired to borrow additional capital 
from his banker for the purpose of financing his 
business during the coming manufacturing sea­
son, and was requested to furnish an audited 
financial statement.
A very favorable contract which he had se­
cured required that arrangements be made for 
the necessary capital to finance the increased 
manufacturing operations that must be planned.
We were instructed to make an audit of his 
books and to prepare the desired statement.
The Trial Balance, after closing the books at 
December 31, 1916, showed the following bal­
ances :
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The first step taken in this exam­
ination was to enter the accounts 
and amounts, as shown by the Trial 
Balance, upon a working sheet with
columns headed as follows:
Account reference.
Account classifications.
Schedule numbers.
Trial Balance as at December 31, 1916. 
Debits.
Credits.
Adjusting entries.
Entry numbers.
Debits.
Credits.
Capital adjustments.
Debits.
Credits.
Adjusted balances as at December 31, 1916. 
Debits.
Credits.
The second step was to investigate each asset 
and liability classification, and to make full nota­
tions regarding each upon a schedule.
In the verification of cash, a certificate of the 
balance on deposit at the bank at the close of 
business, December 31, 1916, was obtained, and 
the amount shown thereon was reconciled with 
the balance appearing in the books. The out­
standing checks, paid by the bank subsequent 
to December 31, 1916, were obtained and com­
pared with the cash schedule.
The Notes Receivable were examined and en­
tered in detail on a schedule. These notes were 
signed by farmers and others known personally 
to the proprietor and to the cashier of the bank. 
Notes amounting to $3,450 were past due on De­
cember 31, 1916, but were considered good. 
There was no interest accrued to be taken into 
consideration.
The Accounts Receivable were carefully re­
viewed with Mr. MacFarland. These accounts 
were for amounts due from individuals to whom 
brick and tile had been sold during the past sea­
son, and were considered collectible, with cer­
tain exceptions aggregating $1,245. A list was 
made of these doubtful accounts with notations 
regarding each. It was estimated that the loss 
in collecting them would be about fifty per cent. 
(See adjusting entry No. 1.)
The Inventory of Brick and Tile was valued 
at selling price, less ten per cent. An examina­
tion of the operating accounts for the year 1916, 
as shown by the Ledger, disclosed a gross profit 
of forty per cent., based on sales, on all product 
sold during the year. (See adjusting entry No. 2.)
The Inventory of Miscellaneous Supplies and
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3 Cash .............................................. $ 3,485.60
10 Notes Receivable ...................... 12,645.00
14 Accounts Receivable................ 4,875.00
15 Inventory of Brick and Tile.. 2,368.50
20 Inventory of Misc. Supplies
and Loose Equipment .... 675.00
23 Real Estate ................................... 5,250.00
30 Buildings, Kilns, and Ma­
chinery ..................................... 28,460.00
35 Horses, Mules, Wagons, and
Harness .................................... 3,765.00
40 Stripping Clay Bed .................. 1,000.00
46 Notes Payable ........................ $12,500,00
50 First Mortgage ......................... 20,000.00
56 Accounts Payable .................... 6,870.00
58 James MacFarland, Capital.. 23,154.10
$62,524.10 $62,524.10
Loose Equipment consisted of hay, 
grain, and other supplies—valued 
at cost, $475 — and sundry loose 
equipment, such as shovels, wheel 
barrows, etc., which originally cost $200. The
latter was estimated to be good for as much ser­
vice as had already been obtained from it. (See 
adjusting entry No. 3.)
The balance of the Real Estate Account rep­
resents the cost of land purchased at the price 
of farm land seven years previously.
No provision had been made for depreciation 
of Buildings, Kilns, and Machinery, although 
the business had been operated for nearly six 
years. After discussion of this question it was 
decided that a Reserve for Depreciation on these 
assets to the amount of $8,538 should be set up. 
(See adjusting entry No. 4.)
An analysis of Horses, Mules, Wagons and 
Harness Account revealed charges for horses 
and mules of $2,500, and for wagons and harness 
of $1,265. The credits to this account showed 
that upon the loss of a horse or a mule the cost 
had been written off to profit and loss. The 
wagons and harness had been kept in good re­
pair, but no depreciation had been provided. In 
the preparation of the schedules for capital as­
sets, each item charged was listed and verified 
by comparison with original documents, such as 
contracts, deeds, invoices, paid checks, etc. (See 
adjusting entry No. 5.)
Stripping Clay Bed Account had been charged 
with the cost of removing the top layer of loam, 
etc., and exposing the clay bed at the time oper­
ations were begun. The life of the clay bed thus 
exposed was estimated to be ten years. (See 
adjusting entry No. 6.)
Notes Payable consisted of notes given to the 
bank aggregating $5,000, on which interest had 
been paid to December 31, 1916; and notes for 
$7,500, given to other individuals, due August 1, 
1917, on which interest had accrued from August 
1, 1916, at six per cent. In the verification of 
Notes Payable and the First Mortgage, certifi­
cates were obtained from the holders of each, 
and the receipt of cash or other asset value was 
verified. Interest at six per cent. on the First 
Mortgage, accrued from October 1, 1916, had not 
been set up in the accounts. (See adjusting en­
try No. 7.)
(Continued)
Insurance premiums amounting 
to $1,250 for three-year policies 
dated June 1, 1916, had been
charged off. The schedule of pre­
paid insurance was prepared from the insurance
policies. Separate columns were provided for 
policy number, name of company, amount of in­
surance, date of policy, expiration date, premium 
paid, premium prepaid on December 31, 1916, 
and brief description of property insured. (See 
adjusting entry No. 8.)
Statements from creditors were used in veri­
fication of Accounts Payable. The invoices for 
purchases entered in the records or received 
after January 1, 1917, were examined to see that 
all liabilities had been included. In addition, Mr. 
MacFarland furnished a certificate stating that 
all known liabilities had been included.
The adjusting entries, as shown on pp. 81, 82, 
were prepared during the progress of the exami­
nation, and after each one had been decided upon 
the amounts were carried to the working sheet. 
Upon the completion of the examination, the col­
umns on the working sheet were totaled and the 
adjusted balances entered.
The Balance Sheet was then prepared from the 
figures contained in the last two columns on the 
working sheet.
We submit herewith, first, the entries neces­
sary to give effect to adjustments, to which ref­
erence has been made; and, second, the Balance 
Sheet, with form of certificate of audit, to be sub­
mitted to the banker.
After a consideration of the Balance Sheet, the 
officers of the bank reluctantly decided that the 
financial condition as shown did not warrant 
them in making the desired loan. The relation 
of Current Assets to Current Liabilities, and the 
heavy mortgage liability were the chief factors 
leading them to this conclusion. To enable their 
client to secure the necessary capital, it was sug­
gested that he incorporate his business and offer 
for sale shares of stock in the new company.
In our next article we shall describe the inves­
tigation of the business and its earning capacity 
that was necessary as a basis for incorporation, 
as suggested by the banker.
The adjusting entries and the Balance Sheet 
prepared in the present audit are as follows:
JAMES MACFARLAND 
Adjusting Entries as at December 31, 1916.
1. CAPITAL ADJUSTMENTS ..........................................................................................................$ 622.50
To RESERVE FOR BAD DEBTS..................................................................................... 622.50
Reserve for estimated loss on doubtful accounts receivable aggregating $1,245.00, 
one-half of which are thought to be uncollectible.
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2. CAPITAL ADJUSTMENTS ........................
To INVENTORY OF BRICK AND TILE....................
............................................. $789.50
$789.50
Adjusting
Entries
To reduce Inventory of Brick and Tile to cost:
Inventory at selling price................................................. ........................... $2,631.67
Less 10 per cent............................................................ ........................... 263.17
Book Value ........................................................ ............................ $2,368.50
Deduct Additional 30 per cent. of selling price . ............................. 789.50
Cost ........................................................................................ ............................ $1,579.00
3. CAPITAL ADJUSTMENTS ......................................................... ............................................. 100.00
To RESERVE FOR DEPRECIATION ON LOOSE EQUIPMENT.............. 100.00
To depreciate Loose Equipment valued at $200.00, one-half.
4. CAPITAL ADJUSTMENTS ........................................................................................................ 8,538.00
To RESERVE FOR DEPRECIATION ON BUILDINGS, KILNS, AND
MACHINERY .................................................................................................................... 8,538.00
To write off estimated depreciation on Buildings, Kilns, and Machinery.
5. CAPITAL ADJUSTMENTS ........................................................................................................ 632.50
To RESERVE FOR DEPRECIATION ON WAGONS AND HARNESS ... 632.50
To write off for depreciation one-half of the book value of Wagons and Harness 
carried at $1,265.00.
6. CAPITAL ADJUSTMENTS .......................................................................
To STRIPPING CLAY BED .............................................................
............................... 600.00
600.00
For estimated depletion.
7. CAPITAL ADJUSTMENTS .......................................................................
To INTEREST ACCRUED ................................................................
............................... 487.50
487.50
For interest accrued but not entered in books.
8. PREPAID INSURANCE ............................................................................
To CAPITAL ADJUSTMENTS ......................................................
................................ 1,006.94
1,006.94
For prepaid insurance premium charged off.
THE LARGE CORPORATION’S URGENT NEED
THE YOUNG MAN’S OPPORTUNITY
Large corporations everywhere are calling for 
more and better executives—men whose training for 
Business Leadership is sound, because it is based on 
the fundamental principles which underlie Modern 
Organized Business.
So urgent is this demand for competent men that prom­
inent business organizations are to-day taking decisive steps 
to train men selected from their employed force with a view to 
the development of additional executives.
Many of the largest corporations in America 
have adopted, for this purpose, the well-known Pace 
Standardized Courses in Accountancy, Business Ad­
ministration, English, and Oral Expression.
In the Metropolitan District of New York, and in more 
than fifty other cities, resident evening schools give instruction 
in the Pace Courses. Some organizations arrange to have the 
instruction given to class groups of their employees in their own 
offices.
For details of the PACE METHODS of training men and women for executive positions in Business and 
for information regarding the resident evening schools teaching the Pace Courses, write to
PACE & PACE
Hudson Terminal 30 Church Street New York City
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JAMES MACFARLAND 
Balance Sheet as at December 31, 1916.
ASSETS
Current Assets:
Cash ..........................................................................................................................
Notes Receivable:
Not Due .......................................................................................................... $ 9,195.00
Past Due ......................................................................................................... 3,450.00
Accounts Receivable:.......................................................................................... $ 4,875.00
Less: Reserve for Bad Debts.................................................................. 622.50
Inventories (at cost):
Brick and Tile .............................................................................................. $ 1,579.00
Hay, Grain, and Supplies .......................................................................... 475.00
$ 3,485.60
12,645.00
4,252.50
2,054.00
Total Current Assets ..........................................................................
Capital Assets:
Real Estate ............................................................................................................
$22,437.10
Buildings, Kilns, and Machinery...................................................................... $28,460.00
Less: Reserve for Depreciation.............................................................. 8,538.00
Horses and Mules ................................................................................................
Wagons and Harness .......................................................................................... $ 1,265.00
Less: Reserve for Depreciation............................................................ 632.50
Loose Equipment ................................................................................................ $ 200.00
Less: Reserve for Depreciation.............................................................. 100.00
$ 5,250.00 
19,922.00
2,500.00
632.50
100.00
Total Capital Assets............................................................................
Deferred Charges:
Prepaid Insurance ..............................................................................................
Stripping Clay Bed ..............................................................................................
Total Deferred Charges ....................................................................
$ 1,006.94 
400.00
28,404.50
1,406.94
$52,248.54
LIABILITIES AND CAPITAL
Current Liabilities:
Notes Payable—Banker’s Loan ...................................................................... $ 5,000.00
Notes Payable—Others ...................................................................................... 7,500.00 $12,500.00
Accounts Payable ................................................................................................
Interest Accrued ..................................................................................................
Total Current Liabilities ..................................................................
Capital Liability:
First Mortgage (6 per cent.) ..........................................................................
6,870.00
487.50
$19,857.50
20,000.00
Total Liabilities .................................................................................... $39,857.50
James MacFarland, Capital.................................................................... 12,391.04
$52,248.54
THIS CERTIFIES, That the above Balance Sheet of James MacFarland is, in my opinion, a 
true statement of his Assets, Liabilities, and Capital, as at the close of business, December 31, 1916.
Certified Public Accountant.
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MASTERY of Eng­
lish means, among 
other things, mas­
tery of the idioms 
of English. Every 
language contains 
many turns of 
phrase which are 
peculiar to it, and 
which reflect the
view-points of the people using 
that language. Such turns of phrase 
are called idioms. They are often 
ungrammatical and usually untrans­
latable.
The main difference between 
idioms and such undesirable ex­
pressions as vulgarisms, localisms, 
and slang, consists in the fact that 
idioms, regardless of their origin 
or derivation, are used by the best 
writers and speakers. In point of 
fact, many expressions regarded 
nowadays as desirable idioms were 
once tabooed inelegancies of 
speech.
At the present time, many ex­
pressions of doubtful elegance are 
slowly but steadily gaining in favor 
among those who express their 
thoughts with precision and felicity. 
It’s up to, to denote obligation, is 
an example. Ultra - precisionists 
may argue that this expression is 
slang, and that it is an unnecessary 
addition to our language, for the 
reason that we already have in good 
verbal standing such words and ex­
pressions as must, should, it be­
hooves, and it is incumbent upon. 
It is clear, though, that these ex­
pressions do not connote the idea 
of obligation with the same pi­
quancy and vigor as are suggested 
by it’s up to. In other words, there 
seems to be a real demand, a sem­
blance of need, for this turn of 
phrase; accordingly, judging from 
the present signs, it will probably 
become in due time a thoroughly 
respectable idiom.
One way to acquire a goodly 
stock of idioms is to read the 
works of the best writers and 
speakers, noting the expressions 
that seem pat and somewhat out of 
the ordinary. Then, of course, the 
thing to do is to use these expres­
sions, these idioms—for such they 
are likely to be—in sentences of 
one’s own construction, uttered 
aloud. The intensive study of au­
thoritative lists of idioms also has 
a great value.
In the following sentences the 
idioms are italicized:
Mr. Smith is evidently paying his 
addresses to Miss Brown.
The office boy made bold to ask
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the manager for a day off.
The defaulter will eventually be
caught and brought to book.
The company at the eleventh 
hour granted the demands of the 
workmen.
When the boy heard the bad news, 
his countenance fell.
The horseman drew rein at the 
fork in the roads.
One can see with half an eye that 
the business will fail if these lax 
accounting methods continue.
Our firm has set its face against 
the purchase of stocks for specula­
tive purposes.
Lieutenant Black’s promotion to 
a captaincy is a feather in his cap.
It pays in the long run to have 
lived a continent life.
The bulldog made as if to attack 
the tramp.
This magazine is far and away 
the most interesting I have read 
this month.
The young spendthrift has been 
playing fast and loose with his in­
heritance altogether too long.
I have grounds for suspecting the 
authenticity of the report.
Many persons believe that this 
charge against the firm was trumped 
up by their competitors.
Having stopped to sniff the air, 
the stag took to his heels again and 
bounded away over the crest of a 
hill.
Time out of mind, idleness has 
caused misery.
Take time by the forelock, and 
do not wait until old age before 
you begin to save money.
If you join the club, you will find 
it a good place in which to take 
your ease.
On my trip to Bermuda, I became 
so seasick that I was put out of all 
conceit with the world.
The horse held to its gait despite 
all we could do to make it increase 
its pace.
The senior partner turned a deaf 
ear to the suggestion of his asso­
ciates.
Concentrate his mind as he would, 
the accountant found it impossible 
to take up the thread of his anal­
ysis.
The advantages of possessing a 
vocabulary well stocked with 
idioms are self-evident. The idio­
matic writer or speaker is the one 
whose words carry weight, not only 
because of what he says, but be­
cause of the manner in which he 
says it. A study of idioms is there­
fore advised for all who think it 
worth while to master English for 
business, professional, or social 
purposes.
J. A. CLARK, Pace Institute of 
Boston, was one of the nine appli­
cants who were successful in pass­
ing the examination for the degree 
of Certified Public Accountant in 
Massachusetts, October, 1916.
A. MINTS, JR., Brooklyn Institute 
of Accountancy, has joined the staff 
of Clarke, Oakes, Trisman & Clarke, 
Accountants. Mr. Mints was for­
merly employed in the Accounting 
Department of the New York Rail­
ways Company.
THE fact that an increasing number of college men are be­ing won from professional pur­
suits by the allurements of business 
and industry, was stated by Ernest 
Martin Hopkins, in a speech which 
marked his installation as the elev­
enth president of Dartmouth Col­
lege.
“In training for leadership, the 
influence of the college in years 
past, unconsciously perhaps, has 
been to set college men apart in the 
communities in which they lived,” 
said Mr. Hopkins.
“The requirement now is emphat­
ically the reverse. The change has 
been wrought very quickly, and the 
men now going into the professions 
from our colleges are far outnum­
bered by those seeking the newer 
career.
“We have as a people specialized 
so completely in recent years on 
claiming rights that our senses of 
obligation and responsibility have 
become atrophied. Authority has 
been weakened, not only in State 
and Church but in home and school, 
until it commands less respect even 
than obedience. Amid all this, some­
how, the conviction has begun to 
grow that dilettante philosophizing 
about rights and claims to oppor­
tunities which have not been earned 
offer too little compensation to con­
structive accomplishment for what 
society is called upon to sacrifice in 
the character of the individuals who 
compose it, through their being so 
little called upon to acknowledge 
any authority of any kind whatso­
ever.
“Development of our national life 
has been shown to be far short of 
the standard to which it was sup­
posed to have attained, and in many 
of our attributes we have been 
proved more a group of people than 
a nation.”
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point Aside from training, how­
ever, there is always the personal 
equation to be weighed and ap­
praised. Here, too, Mr. Fisher, 
when tried, is not found wanting.
The key to much of his success 
lies in his broad humanitarianism, 
referred to at the beginning of this 
sketch, and further supported by 
the following quotation from one of 
his published articles:
“Finally, I would say that the real 
secret of office efficiency lies in the 
human factor—the right man or 
woman in the right place. The first 
selection must be made intelligently. 
We cannot make silk purses out of 
sows’ ears; and the standard first 
established must be maintained; 
this means proper methods for the 
development of the fit and the dis­
covery of the unfit; and not least 
important, there must be a continu­
ous process of elimination of the 
unfit. The supervision must be 
right; the administration just.”
WILLIAM H. BRISTER, Pace In­
stitute of Accountancy, Extension 
Division, who formerly resided in 
Niagara Falls, N. Y., has recently 
been elected secretary and director 
of the Roy L. Brower Company, 
New York City.
WILLIAM R. LITTLE, Washing­
ton School of Accountancy, for­
merly in the service of Post-office 
Department, has taken up his resi­
dence in New York City to engage 
in the practice of public accounting 
on the staff of Haskins & Sells.
LOUIS C. EITZEN, Pace Institute 
of Accountancy, who for several 
years has been sales executive for 
the Standard Underground Cable 
Company, has recently been appoint­
ed general manager of the August 
Mietz Engine Works, New York 
City.
JAMES P. O’BRIEN, New York 
Institute of Accountancy, who was 
formerly chief clerk for the Com­
merce Trust Company of New Jer­
sey, has entered the practice of pub­
lic accounting on the staff of Per­
rine & Nichols.
P. A. ECKES, C.P.A., and W. N. 
DEAN, C.P.A., of 141 Broadway, 
New York City, announce the re­
tirement of Richard Fitzgerald, 
C.P.A., from the firm of Eckes, 
Fitzgerald & Dean, to accept the 
office of comptroller with the Mar- 
den, Orth & Hastings Company. The 
general practice of public account­
ing heretofore conducted by Eckes,
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Fitzgerald & Dean will be contin­
ued by the new firm of Eckes & 
Dean, who will still have associated 
with them Philip J. Warner, C.P.A.
CHARLES J. SISMILICH, Pace 
Institute of Accountancy, has re­
cently entered the employ of the 
Alfred M. Brown Company.
WALTER E. CHAPMAN, Pace 
Institute, formerly auditor of the 
General Motors Export Company, 
has been made comptroller of that 
Company.
J. PURDON WRIGHT, of John­
son, Milliken & Wright, an instruc­
tor in The Pace Institute of Balti­
more, was a recent visitor at the 
Pace administrative offices.
JOHN B. TANNER and STEPHEN 
GILMAN, Certified Public Account­
ants, announce the location of the 
Tanner-Gilman Company as 624 
Michigan Avenue, South, Chicago.
ARTHUR HABER, Pace Institute 
of Accountancy, formerly employed 
in the Surveyor’s Department, U. S. 
Custom House, New York City, has 
accepted a position in the account­
ing department of the Tide Water 
Oil Company at Bayonne.
ARTHUR H. STOVER, Brooklyn 
Institute of Accountancy, has re­
cently severed connections with the 
American International Corporation 
to accept a position on the staff of 
Frederick H. Hurdman, Certified 
Public Accountant, 55 Liberty 
Street, New York City.
HARRY S. VAN CAMP, formerly 
commercial accountant for the 
American Brakeshoe Company, has 
accepted, through the Pace Agency 
for Placements, Inc., the post of as­
sistant auditor of the Triangle Dis­
tributing Company.
ERIK J. CARLSON, New York 
Institute of Accountancy, formerly 
employed by the Royal Insurance 
Company, has accepted the position 
of accountant with the A. H. Bull 
Steamship Company.
NATHANIEL MILLER, Pace In­
stitute of Accountancy, Extension 
Division, has entered the employ of 
H. Schreier as junior accountant. 
Mr. Miller was formerly employed 
by the Brokers’ Bank Note Com­
pany, Springfield, Mass.
young man who wrote the letter.
“No,” my good friend replied, 
“In my case this young man must 
pay the penalty of his offensive 
letter. I have letters from other 
young men who evidence more 
ability to represent our firm in its 
relations with clients.”
CHARLES S. COOK, Ansonia, 
Conn., Pace Institute, Extension 
Division, 1916, has received his de­
gree as a Certified Public Accoun­
tant from the State Board of Ac­
countancy in Connecticut.
ARTHUR R. HANSON, Pace In­
stitute of Accountancy, has recently 
joined the staff of Whittlesey, 
Myer & Wythes, Accountants. Mr. 
Hanson was formerly engaged by 
Harris, Allan & Company.
ARTHUR S. FIGUEROA, Pace 
Institute of Accountancy, has sev­
ered his connection as staff member 
of S. D. Leidesdorf & Company to 
accept the position of accountant 
for the L. Wertheimer Department 
Stores.
CARL T. HATCH, Pace Institute 
of Accountancy, has severed his 
connection with the Tidewater 
Portland Cement Company to ac­
cept a position as accountant with 
Marden, Orth & Hastings Com­
pany.
WALTER E. PAUL, Washington 
School of Accountancy, has accepted 
a position on the staff of Whittle­
sey, Myer & Wythes, Accountants. 
Mr. Paul was formerly employed in 
the Post-office Department, Wash­
ington, D. C.
F. W. KEOUGH, Head of the Pub­
licity Department and Managing 
Editor of the various publications 
of The National Association of 
Manufacturers, was a recent visitor 
at the Pace administration offices.
STUDENTS of Trenton, New Jersey, pursuing the residential Pace Courses in Accountancy 
under the supervision of the Rider- 
Moore & Stewart Schools of Busi­
ness, recently gave a banquet and 
formed a permanent organization.
The officers elected were: Presi­
dent, W. J. Mitchell; secretary, C. J. 
Miller; treasurer, M. Joseph Ryan.
John E. Gill, former president of 
the Chamber of Commerce and a 
member of the faculty, was the 
toastmaster. F. C. Brofee, C.P.A., 
Walter D. Cougle, of the local bar, 
F. B. Moore, president of the Rider- 
Moore & Stewart Schools, and 
John R. Somerfeldt were the prin­
cipal speakers.
85
Leon O. 
Fisher, 
C.P.A.
(Continued)
Don't 
Do It
( Continued)
THE great power of democracy is well known. It has demon­strated its strength in the gov­
ernment of nation«3 and of institu­
tions; it has driven the tyrant from 
his throne and has destroyed the 
curse of oppression. It is a propa­
gator of enthusiasm and mutual es­
teem, and unites the high and the 
low in the bonds of our common 
humanity.
Democracy’s power should be felt 
in Business, especially in view of 
the enormous development of com­
mercial life within the past genera­
tion. If, for instance, a clerk is made 
to realize that he and his chief are 
working together to secure a com­
mon result, and that the correct 
performance of the former’s tasks 
bears an important relation to the 
work of the organization as a 
whole, the subordinate’s interest 
will be quickened, and an enthusi­
asm will be engendered that will 
show itself in happy satisfaction 
and more efficient work.
One of our greatest problems is 
the dissemination of contentment 
throughout the personnel of indus­
trial organizations. A democratic 
spirit on the part of officials toward 
their subordinates can do much to 
remedy this condition. A superior 
who is willing to roll up his sleeves 
and help a subordinate in an emer­
gency to achieve a common object 
can instill an enthusiasm and a 
pleasure into the latter without im­
pairing in any way the dignity of 
his position. It follows, therefore, 
that the most democratic business 
organization should be the most 
successful.
Some of the great corporations 
of the country have realized this 
great truth and are acting accord­
ingly. Classes of instruction are 
held regularly with a view to a 
more detailed understanding by em­
ployees of the workings of modern 
business; and societies that bring 
together staff members for social in­
tercourse are encouraged. This 
movement is extremely significant; 
it points to an increase in the spirit 
of democracy in business and to 
consequent contentment, efficiency, 
and prosperity for the individual and 
for the organization.—Contributed 
by W. H. Hirschmann, Pace Insti­
tute, 1916.
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S. F. Loree, Esq., president of the 
Delaware and Hudson Railroad, 
who only a short time ago said to 
the students of Rutgers College:
“Advancement in the field of Busi­
ness depends upon the willingness 
to devote four to six hours addi­
tional each day in self-training. It 
is common observation that the 
training of the nursery and of the 
educational curriculum absorbs the 
first twenty-two years of life. The 
mere winning of bread can then 
be had in eight or ten hours of 
daily labor.
“Roughly, twenty-two years are 
required to master the technique, 
the detail, and the sweep of a busi­
ness enterprise. No one, aside from 
those possessing genius or unusual 
talent, should expect to win in this 
field of endeavor to the goal of his 
heart’s desire at an age much 
younger than forty-five years.
“It is to the modem organization 
of industry that we owe the superi­
ority of present material conditions 
over those of the past.
“The value of educational train­
ing is very significant. An investi­
gation made some years ago, and 
in terms of the wage scale of that
EPSDW
This sounds like a code. It is a code, meaning that our 
experience, personal service, and distinctive work 
will appeal to you.
Accounting Systems 
Printing Binders
Lithographing
Our knowledge of accounting in all of its branches, our 
long experience in manufacturing and selling this class 
of merchandise, enables us to give accountants excep­
tional assistance in the preparation of copy and instal­
lation of systems.
Our men are trained for particular work.
It is yours for the asking.
date, indicated that a boy having a 
common education, beginning work 
at sixteen, reached his maximum 
earning capacity at twenty-five.
“If to the common school educa­
tion he added the training of an 
apprentice of three years, he sub­
stantially increased his earning pow­
ers and continued his advancement 
to thirty-four years.
“It indicated that the higher 
fields of activity were open only to 
those educated at the technical 
schools, colleges, and universities, 
or who, using such resources as 
were at their command, of which 
fortunately there are many, acquired 
a similar training; and, finally, it in­
dicated that the minimum capital­
ized value of such an education 
over that of the common school is 
$28,000.”
PHEONIX S. FRANKS, Pace In­
stitute, Extension Division, has re­
cently accepted a position on the 
staff of Messrs. Marwick, Mitchell, 
Peat & Company, 79 Wall Street, 
New York City.
MEREDITH E. VAIDEN, Pace 
Institute, Extension Division, has 
severed his connection with The 
Gould Cooperage & Lumber Com­
pany, to accept a position in the 
office of The Gould Mercantile 
Company, Gould, Arkansas.
Capital­
izing
Educa­
tion
MANY authoritative voices are constantly being lifted up in support of the proposi­
tion that the way to exceptional 
success in Business is by means of 
the fruitful use of one’s personal 
overtime. One of them is that of
EDWARD KIMPTON COMPANY
MANUFACTURERS
60 John Street New York City-
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IN a recent issue the Saturday Evening Post has this to say inreference to city accounting:
“The Census Bureau has spent 
a good deal of effort in devising a 
model, uniform system of account­
ing for cities. The value of a uni­
form system is as clear in this case 
as it was in the case of the rail­
roads, when the Interstate Com­
merce Commission required all of 
them to keep their books in the 
same form; for it is only by com­
parison that a layman can draw any 
intelligent deductions from the fis­
cal statement of a city or a rail­
road. He does not know whether a 
given bit of work ought to cost one 
thousand dollars or two thousand. 
But if its cost is stated in exactly 
the same way year after year, and 
in the same way for his city and 
other cities that are conditioned 
tioned about like his, he can form 
an opinion.
“But uniformity in city account­
ing is the rare exception. A good 
many cities keep antiquated books, 
which do little more than record 
the income and outgo of cash. 
Among those that have adopted up- 
to-date revenue and expense ac­
counts, there are wide differences 
in classifying the items; so the 
Census Bureau, to compile com­
parable statements, has to have its 
agents go over the original data of 
vouchers, and so on, and practi­
cally construct a new fiscal state­
ment. Of course, hardly any two 
cities receive and expend revenue 
in just the same way, but certain 
broad classifications might apply 
to all of them.
“City bookkeeping, on the whole, 
is no doubt better than it used to 
be. Various cities present fiscal 
statements of whose intelligibility 
they are justly proud. But there 
should be the greatest possible 
uniformity.”
The
Amer­
ican
Lan­
guage
THE New York Tribune in its editorial columns recently said: “It is reported that the 
teachers of English now assembled 
in council here are unable to come 
to an agreement upon the standard 
of American speech. Some hold that 
uniformity should be the constant 
aim of nations claiming a common 
heritage in language and letters, 
while others conceive that a grad­
ual departure is not only desirable, 
as the several communities acquire 
distinct characters and require­
ments, but in practice so necessary 
and unavoidable that it is high time 
for us to recognize and boldly to 
cultivate the American language as
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a thing apart from the English of 
England.”
There seems to be no immediate 
prospect, however, of any such 
movement gaining much headway. 
Educated people on both sides of 
the Atlantic speak the same lan­
guage except possibly for peculiari­
ties of enunciation and accent 
which, by the way, are as definitely 
marked in different sections of the 
United Kingdom as they are in the 
United States. As the Tribune goes 
on to say, “Slight local variations 
are not sufficient to establish stand­
ards.” We might as well argue for 
a separate language in the southern 
part of our own country where the 
speech contains many idioms com­
paratively unknown to the man from 
the North or the West, as to favor 
an English and an American lan­
guage. They are both from the 
same language stock, and except for 
variations of slang and idiom are 
identical.
Some Englishmen of the present 
day profess to look with contempt 
upon all “Americanisms” as foreign 
expressions not worthy of admis­
sion to the “real” English language. 
“While dealing with the question in 
the gently exalted manner that Eng­
lishmen occasionally affect, they ad­
mit that since the parting which be­
gan some hundreds of years ago 
America has sometimes had the bet­
ter of England; yet they are for the 
jealous exclusion of all American 
words and phrases from the lan­
guage that Englishmen call English. 
‘The English and the American lan­
guage are both good things,’ they 
say, ‘but they are better apart than 
mixed.’ ” In spite of this theoriz­
ing on the part of certain English­
men, all signs at the present time 
point toward a fusion of the two 
languages, if such they may be 
called. American slang will still 
continue to be American slang and 
not English, and the same may be 
said of English colloquial expres­
sions, but the great body of Eng­
lish-speaking people will accept one 
standard, and distinct language will 
not materialize.—Contributed by G. 
M. Lattimer.
THE reader who has not yet ad­justed his perspective in refer­ence to the need of coopera­
tive effort in Modern Business is 
urged to read an article contributed 
recently to The General Electric
Review by E. W. Rice, Jr., presi­
dent of the General Electric Com­
pany. An illuminating excerpt from 
this article follows:
“The day of the extreme individ­
ualist is past. The problems press­
ing for solution are so great that no 
single manufacturer, no matter how 
powerful, or group of manufactur­
ers, no matter how numerous, is 
able to stand alone to the exclusion 
of other manufacturers. The time 
has come when cooperation in the 
broadest sense is essential to the 
maintenance of our industrial pros­
perity. All men and women en­
gaged in industry, from the presi­
dent and executive officers down to 
the humblest wage earner, must be 
brought into truly effective coopera­
tive relationship. There is, to-day, 
a serious lack of mutual under­
standing between the manufacturer 
and the wage earner, and while con­
siderable progress has been made in 
bringing about more harmonious re­
lations, the situation leaves much to 
be desired. This lack of under­
standing and confidence is largely 
due to a lack of knowledge of each 
other.”
THE state of Indiana has re­cently undertaken a vocational survey, which in plan and ex­
tent far surpasses any other effort 
in this direction. The survey aims 
to cover the entire field of voca­
tional and industrial education. Ed­
ucators of the state are, however, 
divided in opinion as to the value 
of such a radical form of education 
as the survey seems to favor. In­
diana has a law which makes vo­
cational instruction compulsory 
throughout the state. It is over this 
law that a great deal of discussion 
has arisen.
One of the greatest objections to 
the vocational program, as it is at 
present carried out, is that the un­
skilled laborer who needs instruc­
tion the most is practically unable 
to avail himself of the opportunities 
offered in day-time schools. Edu­
cational adjustment is necessary, 
whereby the advantages offered to 
day students will be offered even 
more generally to those who find it 
necessary to attend in the evening. 
Little by little this fact will neces­
sitate a reconstruction of our pres­
ent educational program. Unskilled 
workers ask this question: “What 
good is Industrial Education going 
to do for us?” Until we have found 
an answer to it, vocational training 
will be merely a makeshift; it will 
not meet the needs of those whose 
needs are greatest.
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Aesop 
in Busi­
ness
—Philip
THERE was once a young man of Opinions named Philip.He had been suddenly lifted 
into a minor Executive Position in 
an up-to-date concern by means of 
Influence. He was very Young and 
very Sapient.
He felt that his Experience in
Business Entitled him to be con­
sidered a Sage. He developed an 
acute case of Cranial Overgrowth.
Philip had heard much about Ad­
vancement in Business through 
Merit and Self-effort. He pro­
nounced such Propaganda “all 
Bunk.” His Opinion was that Luck 
and Pull counted.
He cited Instances of Big Men 
who “had got in right” in their 
Youth. He was Forensic with his 
Opinions. An Audience had no 
Terrors for him.
During his off hours, Philip con­
centrated on Three Carrom Bil­
liards and the Latest Steps in Danc­
ing. He also affected a Nonchalant 
Posture on street corners. He felt 
only Superior Pity for his Acquain­
tances who studied nights. He 
called them “Boobs.”
Philip applied his Opinion of the 
Conservation of Effort to his Job. 
He thought it Foolish to wear out 
his Brain from Thinking. He be­
lieved in letting events Take Their 
Course. He considered “Making 
Mistakes” part of the Day’s Work. 
The General Manager had a Pa-
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ternal conversation with Philip. He 
pointed out the Pitfalls that young 
men fall into in Business. He also 
recommended remedies to reduce 
Tumidity of the Skull.
After the Treatment, Philip was 
secretly watched from Afar. He 
made no Effort to take Profit from 
his Admonitions. He had been left 
to Cool, and he Hardened too much. 
He now proclaimed the additional 
Opinion that the Boss “had it in” 
for him. He added that he had “no 
show.” He short-circuited the Man­
agerial Wires.
The Organization Postman 
brought Philip the Blue Envelope 
by Special Delivery. In it was the 
Laconic Announcement that his 
Services and his Opinions had Out­
lived their Value to the Firm.
Moral: Ignorance and a Big Head 
cannot Ride Far on the Back of In­
fluence.
JAMES A. FARRELL, president 
of the United States Steel Cor­
poration, began life as a com­
mon laborer in a wire-mill. Though 
working twelve hours a day, he still 
found time to devote his evenings 
to study. In a short time he be­
came a mechanic, and before he was 
twenty was made foreman in charge 
of 300 men.
Mr. Farrell started as a boy to 
develop his memory. To-day he is 
admitted to have the best memory 
of all business men in the country. 
Nothing but initiative and hard and 
constant application brought it to 
this point.
In the field of foreign trade, Mr. 
Farrell made a great reputation. 
Long before the average American 
realized the need for foreign out­
lets for our goods, he was building 
up a foreign market for American 
steel products. The amount of busi­
ness done reached the astounding 
total of $100,000,000 a year.
Hundreds of workers in the steel 
mills are known to Mr. Farrell. He 
is in very close touch with the men, 
and delights, especially, in recogniz­
ing among his present employees 
men who were once coworkers of 
his.
The career of the president of the 
world’s largest corporation should 
serve as a splendid inspiration to 
the young man of to-day. He was 
not afraid of hard work, but more 
than that, he realized that to suc­
ceed he must study. Close appli­
cation to his work was not suffi­
cient; he had to learn something 
besides. No, my friends, the way 
up is not yet closed.
James
A.
Farrell
Judging from the Past
Every year the demand for copies of The Annual Review of The Annalist, issued the 
first week in January, exceeds the supply and the edition is quickly exhausted.
The Annual Review of The Annalist contains the most complete 
and exhaustive summaries of business and industrial development 
to be found in any publication.
Forecasts of the commercial prospects for the coming year occupy an important place
Tabular and Statistical data gathered together in reviews form a 
treasury from which the man who is interested in the commercial 
development of the United States can draw without stint.
To anticipate the demand for The Annual Review and to place these facts within reach 
of all, we will send the next six issues of The Annalist, including The Annual Review, 
to any address, postpaid, on receipt of 50 cents, money or stamps.
The Annalist
The Journal of Finance, Commerce, and Economics 
TIMES SQUARE NEW YORK
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